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The Ecuadoran government's new oil pipeline, on which it has pinned its hopes for economic
recovery, has run into new problems. The consortium constructing the pipeline is demanding
more government guarantees and concessions, and a new study could threaten bank funding of
the project on environmental grounds. The Oleoducto de Crudos Pesados (OCP) project has been
controversial from the start.
Problems, which included labor strikes, management changes, and protests from national and
international environmentalists and residents of the affected areas have caused months-long delays
and a major cost overrun (see NotiSur, 2002-03-08). The cost of the project, estimated at US$400
million in 1999, has ballooned to over US$1 billion. Because of the complex system of guarantees
involved and the mechanisms of foreign debt, the increased costs will likely fall almost entirely
on the Ecuadoran government. Although construction has been underway for more than a year,
the project continues to hit obstacles. The oil companies are threatening to scale back because of a
dispute with the government about tax refunds. And, on Aug. 17, the OCP told the government that
it is running into various problems.
Eliseo Gomez, representative of Repsol-YPF, told reporters that Ecuador does not have an adequate
judicial system for companies to be able to work in the country. In Ecuador, he said, "whoever pays
the most, wins the lawsuit."

Environmentalists clash with president
The OCP pipeline is to run through protected areas like the Yasuni National Park, the territory
of the Huaorani indigenous community, and portions of the Amazon jungle that for centuries
have been the home of the Quichua, Shuar, and Achuar Indians. It will pass through 11 reserves,
including the Mindo-Nambillo cloud forest, South America's premier bird sanctuary, home to
more than 450 species of birds, 46% of which are in danger of extinction, said Italian environmental
activist Laura Radiconcilli. The pipeline will also run through at least 40 villages and towns, many in
the province of Esmeraldas. The province already has the highest rates of cancer of the respiratory
system, the stomach, and skin in Ecuador, which health workers blame on high levels of air, water,
and soil pollution.
Ecuadoran President Gustavo Noboa has repeatedly accused environmentalists of obstructing a
project that is essential to reviving the country's troubled economy, which depends on oil for more
than one-third of its export revenues. The government says the project is needed to transport heavy
crude from the eastern Amazon region to ports on the Pacific coast. Local environmental groups,
along with an international coalition including Amazon Watch, Oxfam America, Greenpeace,
Friends of the Earth, and Rainforest Action Network (RAN), argue that the new oil exploration
and drilling is destroying some of the country's last remaining old growth rain forest and isolated
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territories that are home to indigenous peoples. Pipeline spills will despoil potential ecotourism
spots and construction is likely to bring settlers who often clash with indigenous groups.
In May 2001, the president said he would declare war on the environmentalists if they continued
fighting the pipeline. "We know what these people used to be called. We knew they were the
extreme left. Now they call themselves greens, environmentalists," Noboa said. "The pipeline is
going to be built, and that is final," said the president, adding that he would not let "a handful of
idiots mess things up for the country." Noboa says the project would generate 52,000 jobs, as well as
economic growth and development that would only be possible with the pipeline.
But Ecuadoran economist Alberto Costa said less than 4,000 jobs would actually be created and most
of the high- level technicians working on the project are foreigners. Nor will the pipeline benefit the
Ecuadoran people, since the International Monetary Fund (IMF) insists that at least 80% of the oilexport revenues carried through the pipeline go to servicing the country's foreign debt, 10% to an oil
fund, and only 10% to health and education (see NotiSur, 2002-06-28).

Protesters stage "tree-in"
Concerned about the damage to flora, fauna, and people in the path of the pipeline,
environmentalists staged a three- month "tree-in" earlier this year, stalling construction by
sitting in trees marked for the chain saw. After authorities removed the protesters, construction
resumed. However, some local pipeline opponents, with help from international groups, bought
more than 800 hectares of land in the pipeline's path to force the company to change course.
Ecuador's indigenous peoples, the best organized in South America, have staged demonstrations
and roadblocks and gone to court to block the pipeline. But the government refuses to change the
route to mitigate its environmental impact.
In May, activists were jailed for two days on charges of obstructing construction of the pipeline after
they demanded that OCP remove its machinery from their property. OCP had filed a complaint
with the police, claiming the Ecuadoran government had granted it the right of way on private
property in the pipeline's path. However, one of the parcel's owners, Cesar Fiallos of Accion por
la Vida, said, "No one has purchased the land from us, no one paid for any right of way, and the
state has not reached any agreement with the owners to expropriate the property. The company is
invading private property." Minister of Energy and Mines Pablo Teran said the government would
expropriate the land within the next few days. "The law allows us to expropriate property, and even
extremist environmentalists must obey the law,"said Teran. "The pipeline isn't going to be held up
because of them."

Environmental study could affect funding
Now financiers of the OCP pipeline are coming under pressure to withdraw their backing following
the release of a report on negative environmental consequences. Representatives of the OCP
consortium, which includes Alberta Energy of Canada, Italy's Agip Oil, Repsol-YPF of Spain, Kerr
McGee and Occidental Petroleum of the US, and Techint of Argentina, claim the project meets
World Bank environmental policies and guidelines. The World Bank is not financing the project,
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but the pipeline passes through a conservation project funded by the Global Environment Facility
(GEF), the international initiative that emerged from the 1992 Earth Summit, which is administered
by the World Bank.
On December 2001, in a letter sent to Hernan Lara, then chief executive of the OCP consortium,
the World Bank urged greater efforts to minimize the environmental impact of the project. Copies
were also sent to the government of the German state of North Rhein Westphalia and to the
Westdeutsche Landesbank (WestLB) representative in New York. WestLB leads a consortium
of international banks funding the pipeline, along with Banco Bilbao Vizcaya Argentaria, Banca
Nazionale del Lavoro, Caja de Madrid, Banco Espirito Santo, Unicredito, and JP Morgan Chase. The
government of North Rhine Westphalia, holder of 43% of the WestLB shares, has repeatedly said
that compliance with World Bank guidelines was an "indispensable prerequisite" to its financing.
On Sept. 13, Accion Ecologica director Natalia Arias said in a press conference that OCP has not met
even the minimal environmental-protection standards. She said a new report, prepared by Robert
Goodland, a retired World Bank environmental adviser, points out the harmful effects caused by the
installation of the 503-km pipeline. She said the report would be presented in Germany to pressure
the banks financing the operation to withdraw. Goodland was hired by German, US, and Italian
nongovernmental organizations and some unions to determine if the guidelines many of which
he wrote when at the World Bank- -were being met. He said the pipeline had begun with a flawed
environmental-assessment process, undertaken after initial construction work had begun. "Routing
is paramount in pipelines," Goodland said. The OCP could have been constructed along an already
established southern pipeline route, which would have limited the impact, yet it chose to cut paths
through the Amazon, through parks and regions that have been attracting ecotourists. Goodland
said OCP's environmental assessment failed to address critical issues of minimizing habitat loss or
to provide for an indigenous peoples' development plan, as the World Bank requires from its own
projects.
Andy Patterson, OCP interim chief executive, denied many of the report's charges and said that
work had not begun until the government issued an environmental permit on June 7, 2001. He
said OCP had gone to great lengths to comply with World Bank guidelines and had chosen a route
that would have the least possible impact on the environment and the population. While many
residents in the affected areas oppose the pipeline, the sentiment is not universal. "If we don't sell
what we have oil where will our economy go?" said Mindo town president Luis Patino. "This isn't
our decision. The pipeline is coming. I'm not 100% in agreement, but there are things you just can't
stop."

-- End --
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